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PART 1 - DRAFT BUDGET 


1 . DEFINITIONS 

(1) In this Budget Report, unless the context indicates otherwise - 

“accounting officer” 

(a) in relation to a municipality, means the municipal official referred to in 
section 60 of the Municipal Finance Management Act, 2003; and include 
a person acting as the accounting officer; 

“allocation”, in relation to a municipality, means - 

(a) a municipality’s share of the local government’s equitable share referred 
to in section 214{l)(a) of the Constitution; 

(b) an allocation of money to a municipality in terms of section 21A{l)(c) of 
the Constitution; 

(c) an allocation of money to a municipality in terms of a provincial budget; 
or 

(d) any other allocation of money to a municipality by an organ of state, 
including by another municipality, otherwise than in compliance with a 
commercial or other business transaction; 

“annual Division of Revenue Act” means the Act of Parliament which 
must be enacted annually in terms of section 214 (1) of the Constitution; 
“approved budget” means an annual budget - 

(a) Approved by a municipal council; or 

(b) approved by a provincial or the national executive following an 
intervention in terms of section 139 of the Constitution, and includes such 
an annual budget as revised by an adjustments budget in terms of 
section 28; 

“basic municipal service” means a municipal service that is necessary to 
ensure an acceptable and reasonable quality of life and which, if not 
provided, would endanger public health or safety or the environment; 
“budget-related policy” means a policy of a municipality affecting or 
affected by the annual budget of the municipality, including - 

(a) The tariffs policy which the municipality must adopt in terms of section 74 
of the Municipal Systems Act; 

(b) The credit control and debt collection policy which the municipality must 
adopt in terms of section 96 of the Municipal Systems Act; 

“budget year” means the financial year for which an annual budget is to be 
approved in terms of section 16(1) of the Municipal Finance Management 
Act, 2003.; 

“chief financial officer” means a person designated in terms of section 
80{2)(a) of the Municipal Finance Management Act, 2003. 

“councillor” means a member of a municipal council; 

“CPI” means Consumer price Index. 

“current year” means the financial year which has already commenced, but 
not yet ended; 

“debt” means - 

(a) a monetary liability or obligation created by a financing agreement, note, 
debenture, bond or overdraft, or by the issuance of municipal debt 
instruments; or 
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(b) a contingent liability such as that created by guaranteeing a monetary 
liability or obligation of another; 

“delegation”, in relation to a duty, includes an instruction or request to 
perform or to assist in performing the duty; 

“district municipality” means a municipality that has municipal executive 
and legislative authority in an area that includes more than one municipality, 
and which is described in section 155(1) of the Constitution as a category C 
municipality; 

“DLGTA” means Department of Local Government and Traditional Affairs of 
the Kwa-Zulu Natal Province 

“EXCO” means Executive Committee of the Council of the Municipality 
“GFS” means General Financial Statistic. 

“financial year” means a year ending on 30 June; 

“IDP” means Integrated Development Plan 
“In year reports, in relation to- 
(a) a municipality means 

(i) a monthly budget statement of the municipality contemplated in 
section 71(1) of the MFMA 

(ii) a Quarterly report on the implementation of the budget and financial 
state of affairs of the municipality contemplated in section 52(d) of 
the act; 

(iii) a mid-year budget and performance assessment of the municipality 
contemplated in section 72 of the act. 

“investment”, in relation to funds of a municipality, means - 

(a) The placing on deposit of funds of a municipality with a financial 
institution; or 

(b) The acquisition of assets with funds of a municipality not immediately 
required, with the primary aim of preserving those funds; 

“lender”, in relation to a municipality, means a person who provides debt 
finance to a municipality; 

“local community” has the meaning assigned to it in section 1 of the 
Municipal Systems Act; 

“local municipality” means a municipality that shares municipal executive 
and legislative authority in its area with a district municipality within whose 
area it falls, and which is described in section 155(1) of the Constitution as a 
category B municipality; 

“long-term debt” means debt repayable over a period exceeding one year; 
“MANGO” means management committee of the district municipality 
“MFMA” Municipal Finance Management Act, No. 56 of 2003 
“MFMA Regulations or (MBRR)”means regulations relating to Municipal 
Budget and Reporting 

“MTEF” means Medium Term Expenditure Framework 
“mayor”, in relation to - 

(a) a municipality with an executive mayor, means the councillor elected as 
the executive mayor of the municipality in terms of section 55 of the 
Municipal Structures Act; or 

(b) a municipality with an executive committee, means the councillor elected 
as the mayor of the municipality in terms of section 48 of that Act; 

“month” means one of the 12 months of a calendar year; 

“municipality” - 
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(a) when referred to as a corporate body, means a municipality as 
described in section 2 of the Municipal Systems Act; or (b) when referred 
to as a geographic area, means a municipal area determined in terms of 
the Local Government: Municipal Demarcation Act, 1998 (Act No. 27 of 
1998); 

“municipal service” has the meaning assigned to it in section 1 of the 
Municipal Systems Act; 

“Municipal Systems Act” means the Local Government: Municipal 
Systems Act, 2000 (Act No. 32 of 2000); 

“municipal tariff” means a tariff for services which a municipality may set 
for the provision of a service to the local community, and includes a 
surcharge on such tariff; 

“municipal tax” means property rates or other taxes, levies or duties that a 
municipality may impose; 

“National Treasury” means the National Treasury established by section 5 
of the Public Finance Management Act; 

“past financial year” means the financial year preceding the current year; 
“NER”, means the National Electricity Regulator; 

“Provincial Treasury” means a treasury established in terms of section 17 
of the Public Finance Management Act; 

“quarter” means any of the following periods in a financial year: 

(a) 1 July to 30 September; 

(b) 1 October to 31 December; 

(c) 1 January to 31 March; or 

(d) 1 April to 30 June; 

“Quality certificate”, in relation to 

(a) a municipality, means a certificate issued and signed by the municipal 
manager of the municipality confirming the accuracy and reliability of the 
contents of a document prepared or issued by the municipality 
“SDBIP” means Service Delivery Budget Implementation Plan 
“standards of generally recognised accounting practice” means an 
accounting practice complying with standards applicable to municipalities or 
municipal entities and issued in terms of Chapter 11 of the Public Finance 
Management Act; 

“vote” means - 

(a) one of the main segments into which a budget of a municipality is divided 
for the appropriation of money for the different departments or functional 
areas of the municipality; and 

(b) which specifies the total amount that is appropriated for the purposes of 
the department or functional area concerned. 
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1.1 Mayor’s Report 

As required by section 24 of the Municipal Finance Management Act 56 of 
2003, Sub section (I) the municipal council must at least 30 days before the start 
of the budget year consider approval of the annual budget. 

The Municipal Finance Management Act Section 21 sub section (2) goes on to 
say when preparing the annual budget, the mayor of a municipality must take 
into account the municipality’s integrated development plan. 

Take all reasonable steps to ensure that the municipality revises the integrated 
development plan in terms of section 34 of the Municipal Systems Act, taking 
into account realistic revenue and expenditure projects for the future. 

Taking into account the national budget, the relevant provincial budget, the 
national government’s fiscal and micro-economic policy, the annual Division of 
Revenue Act and any agreement reached in the budget forum. 

Management within the local government has a significant role to play in 
strengthening the link between the citizen and government’s overall priorities and 
spending plans. The goal should be to enhance service delivery aimed at 
improving the quality of life for all people within the Ntambanana Local 
Municipality. Budgeting is preliminary about the choices that municipality has to 
make between competing priorities and fiscal realities. The challenge is to do 
more with the available resources. We need to remain focused on the effective 
delivery of the core municipal services through the application of efficient and 
effective service delivery mechanisms. 

The application of sound financial management principles for compilation of the 
Ntambanana’s financial plan is essential and critical to ensure that the 
municipality remains financially viable and that sustainable municipal services 
are provided economically and equitably to all communities. 


I would like to thank the council of Ntambanana for the support given thus far 
especially with the adoption of a series of user friendly templates that have been 
developed by National Treasury to make the implementation of the format 
reforms as easy as possible for Ntambanana Municipality. 

The templates are designed to assist with the production of all schedule, tables, 
supporting tables and charts in compliances with the Municipal Finance 
Management Act, 2003 (Act no. 56 of 2003) the municipal budget and reporting 
regulations issued on the 17 April 2009. (Government Gazette 32141) and the 
various MFMA Circulars issued by National Treasury. 


6 



1.2 Council Resolutions 


These will be the resolution recommended for approval: 

1. The Council of Ntambanana Local Municipality, acting in terms of section 24 of 
the Municipal Finance Management Act, (Act 56 of 2003) approves and adopts: 

1.1 The annual budget of the municipality for the for the financial year 2012/13 and 
multi-year and single-year capital appropriations as set out in the following 
tables: 

1.1.1 Budgeted Financial performance (revenue and expenditure by standard 
classification) 

1.1.2 Budgeted Financial performance ( revenue and expenditure by municipal 
vote) 

1.1.3 Budgeted Financial Performance ( revenue by source and expenditure by 
type) 

1.1.4 Multi-year and single-year capital appropriations by municipal vote and 
standard classification and associated funding by source 

1.2The financial position, cash flow budget, cashed-backed reserve/accumulated 
surplus, asset management and basic service targets are approved as set out in 
the following tables: 

1.2.1. Budgeted Financial Position 

1.2.2. Budgeted Cash Flows 

1.2.3. Cash backed reserves and accumulated surplus reconciliation 

1.2.4. Asset management 

1.2.5 Basic service delivery measurement 

2. The Council of Ntambanana Local Municipality, acting in terms of section 75A 
of the Local Government: municipal Systems Act (Act 32 of 2000) approves and 
adopts with effect from 1 July 2012: 

2.1. The tariffs for property rates 

1.3 Executive Summary 

In accordance with the Municipal Finance Management Act (MFMA), No. 56 of 
2003 section 16 (2) the mayor of the municipality must table the annual budget at 
a council meeting at least 90 days before the start of the budget year. 

MFMA Circular No. 58 states that “The Medium Term Budget Policy Statement 
2011 notes that in recent months the domestic economy has lost momentum as 
a result of the disruption to world economic activity following the Japanese 
tsunami, domestic strike activity and moderating households consumption. In the 
first quarter of 2011, the economy grew at 4.5 per cent on an annual basis. In the 
second quarter, growth slowed to 1.3 per cent. Real GDP is now expected to 
grow by 3.1 per cent in 2012 - a downward revision from the 3.4 per cent 
forecast in the 2011 Budget . 

Consequently, municipal revenues and cash flows are expected to remain under 
pressure in 2012/13 and so municipalities must adopt a conservative 
approach when projecting their expected revenues and cash receipts. 
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Municipalities should also pay particular attention to managing all revenue and 
cash streams effectively and carefully evaluate all spending decisions. 

The Municipality’s service delivery priorities were reviewed as part of this year’s 
planning and budget process. Where appropriate, funds were transferred from 
low - to high- priority programmes so as to maintain sound financial stewardship. 

National Treasury’s MFMA Circular No. 55 and 58 were used to guide the 
compilation of the 2012/13 MTREF. 

The main challenges experienced during the compilation of the 2012/13 MTREF 
can be summarised as follows: 

• The ongoing difficulties in the national and local economy; 

• Wage increases for municipal staff that continues to exceed consumer 
inflation. 

The following budget principles and guidelines directly informed the compilation 
of the 2012/13 MTREF: 

• The 2011/13 Adjustment Budget priorities and targets, as well as the base 
line allocations contained in that Adjustment Budget were adopted as upper 
limits for the new baselines for the 2012/13 annual budget; 

• Intermediate service level standards were used to inform the measurable 
objectives, targets and backlog eradication goals; 

• Property rate increases should be affordable and should generally not exceed 
inflation as measured by the CPI. 

• There will be no budget allocated to national and provincial funded projects 
unless the necessary grants to the municipality are reflected in the national 
and provincial budget and have been gazetted as required by the annual 
Division of Revenue Act 
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NTAMBANANA MUNI Cl PALI TY 

Consolidated Overview < 

3fthe 2012/ 2013 MTREF 







Adjustment 

Budget 

Budget Year 

Budget Year 
+ 1 

Budget Year 
+2 


2011/ 2012 

2012/ 13 

2013/ 2014 

2014/ 2015 

Revenue Bv Soutxe 





Property Rates 

2 200 000 

2 214 778 

2 347 665 

2 488 525 

Less: 1 ncome Forgone 

(1 010 000) 

(465 337) 

(493 258) 

(522 853) 

Net Property Rates 

1 190 000 

1 749 441 

1 854 407 

1 965 672 






Grants and Subsidies 

53 194 000 

62 532 000 

65 446 000 

68 657 000 






1 nterest 

245 000 

330 000 

351 450 

376 052 

Other Income 

7 009 565 

6 430 354 

170 777 

182 731 






Total 1 ncome 

61 638 565 

71 041 795 

67 822 634 

71 181 455 






EXPENDITURE 





Empioyee Reiated Costs 

8 437 507 

9 192 878 

9 793 412 

10 478 950 

Councii Remuneration 

2 744 943 

2 936 972 

3 127 875 

3 346 826 

Generai Expenses 

7 984 813 

5 810 000 

5 880 025 

6 291 626 

Contracted Services 

627 900 

3 690 818 

4 244 840 

4 502 769 

Repairs & Maintenance 

400 024 

424 026 

451 587 

483 198 

Depreciation 

864 412 

950 853 

975 835 

1 044 143 

Contributions 

200 000 

400 000 

265 000 

270 000 

Grant Expenditure on Operationai 

Expenses 

22 451 000 

25 370 175 

26 067 543 

26 555 263 

Total Operating Expenditure 

43 692 743 

48 775 722 

50 806 117 

52 972 772 






CAPITAL BUDGET 





Funded from 1 nternal 

Revenue 





Vehicies 

600 000 

- 

- 

- 

Computers 

50 000 

26 500 

28 222 

30 198 

Furniture and Equipment 

200 000 

60 000 

63 900 

68 373 

TOTAL 

850 000 

86 500 

92 122 

98 571 






Funded from Grants 





M.I.G 

10 193 000 

10 845 614 

11 441 228 

12 102 632 

F.M.G 

300 000 

350 000 

400 000 

420 000 

TOTAL 

10 493 000 

11 195 614 

11 841 228 

12 522 632 






Funded from Proceeds on 
disposal of PPE 





Land and Buiidinqs 

- 

6 270 000 



TOTAL 

6 270 000 






TOTAL CAPITAL BUDGET 

11 343 000 

17 552 114 

11 933 350 

12 621 203 






Total Expenditure 

55 035 743 

66 327 836 

62 422 694 

65 294 242 
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Operating Revenue Framework 

For Ntambanana Local Municipality to continue improving the quality of service 
provided to its citizens it needs to generate the required revenue. In these tough times 
strong revenue management is fundamental to the financial sustainability of every 
municipality. The reality is that we are faced with development backlogs and poverty. 
The expenditure required to address these challenges will inevitably always exceeds 
available funding; hence difficult choices have to be made in relation to tariff increases 
and balancing expenditure against realistically anticipated revenues. 

The municipality’s revenue strategy is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy 

• Effective revenue management 

• The municipality’s Property Rates Policy approved in terms of the Municipal 
Property Rates Act, 2004 (Act 6 Of 2004) (MPRA) 

The following table is a summary of the 2012/13 MTREF (classified by main revenue 
source): 


Table 2 Summary of revenue classified by main revenue source 

KZN283 Ntambanana ■ Table A4 Budgeted Financial Performance (revenue and expenditure] 


Description 

Ref 

200819 

2009110 


Current Year 2011/12 

2012/13 Medium Term Revenue & 

Expenditure Framework 

R thousand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2012/13 

+12013/14 

+2 2014/15 

Revenue By Source 



1 









Properly rates 

2 

- 

805 

1858 

1886 

1190 

1190 

- 

1749 

1854 

1984 

Properly rates • penalties & collection charges 
Service charges ■ electricity revenue 

2 











Service charges • water revenue 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Service charges • sanitation revenue 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Service charges ■ refuse revenue 

Service charges ■ other 

Rental of facilities and equipment 

2 











Interest earned ■ external investments 


138 

90 

90 

234 

245 

245 


250 

266 

285 

Interest earned ■ outstanding debtors 

Dividends received 

Fines 

Licences and permits 

Agency services 

Transfers recognised ■ operational 


9 842 

30 072 

45 499 

42 249 

42 249 

42 249 


50 168 

52 403 

54 860 

Other revenue 

2 

99 

748 

465 

361 

370 

370 

- 

490 

520 

556 

Gains on disposal of PPE 



j 


- 

6 895 

6 895 


6 270 

- 

- 

Total Revenue (excluding capital transfers 
and contributions) 


10 079 

31715 

1 

47 912 

44 730 

50 949 

50 949 

i 

“ 

58 928 

55 043 

1 

57 685 


In line with the formats prescribed by the Municipal Budget and Reporting Regulations, 
capital transfers and contributions are excluded from operating statement, as 
inclusions of these revenue sources would distort the calculation of the operating 
surplus/deficit. 
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Property rates cover the cost of the provision of general services. Determining the 
effective property rate tariff is therefore an integral part of the municipality’s budgeting 
process. Interest comprises of; interest on primary bank account as well as interest 
earned from call investment accounts. Other revenue Includes; tender monies, 
telephone costs recovered, hall hire, rent-internal and LGSeta refund. 

Table 3 Operating Transfers and Grants Receipts from National and Provincial 
Treasury 


Description 

R thousand 

Ref 

2008/9 

2009/10 

2010/11 

Current Year 2011/12 

2012/13 Medium Term Revenue & 

Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 

2012/13 

Budget Year 

+1 2013/14 

Budget Year 

+2 2014/15 

RECEIPTS: 

1. 










Operating Transfers and Grants 











National Government: 


9 842 

30 072 

41 586 

35 914 

35 914 

35 914 

42 611 

44 798 

46 749 

Local Government Equitable Share 


Ewr 

10 787 

13 236 

1/ 6/4 

17 674 

17 674 

20 311 

22 148 

24 049 

Finance Management 


500 

750 

1 200 

1450 

1450 

1450 

1 500 

1750 

1750 

Municipal Systems Improvement 


735 

735 

750 

790 

790 

790 

800 

900 

950 

Integrated National Electrification Programme 



17 800 

26 400 

16 000 

16 000 

16 000 

20 000 

20 000 

20 000 

Other transfers/grants [insert description] 











Provincial Government; 


- 

_ 

_ 

883 

968 

968 

1516 

1142 

1176 

Sport and Recreation 





rar 

ISF 


IHT 



Prov incialisation of Libriries 





233 

233 

233 

245 

514 

542 

Art & Culture-Community Library Services Grant 




- 

8b 

8b 

8b 


96 

Public Works- Property Rates 





- 

- 

- 

536 

538 

538 

Cogta-Support for Thusong Service Centres 


- 

- 

- 

500 

500 

500 

500 

- 

- 

District Municipality; 


- 

- 

3 913 

5 452 

5 452 

5 452 

6 041 

6 463 

6 935 

Refuse Removal Grant 




BH 

b 452 

BH 

Bm 




Other grant providers: 


- 

- 

- 

- 

- 

- 

- 

- 

- 

[insert description] 











Total Operating Transfers and Grants 

5 

9 842 

30 072 

45 499 

42 249 

42 334 

42 334 

50 168 

52 403 

54 860 


The table above shows all operating grants and subsidies that the municipality 
anticipate receiving from National and Provincial Treasury. There has been in an 
increase of 14 per cent in grants compared to previous financial year this is due to a 
increase in equitable share by R 2 637 000, refuse removal grant by R 589 000, 
National Electrification Grant by R 4 000 000, FMG by R 50 000, MSIG by R 10 000, 
Provincialisation of Libraries Grant by R 12 000 and Property Rates grant of 
R 536 000 which was not there last financial year. 
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The following chart is a breakdown of the operational revenue per main category for 
the 2012/13 financial year. Ntambanana Local Municipality derives most of its 
operational revenue from operating grants from organs of state as it is shown on the 
chart that 84 per cent of revenue is from grants and subsidies. 
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The following table is high level summary of the 2012/13 budget and MTREF 
(classified per main type of operating expenditure) 

Table 4 Summary of operating expenditure by standard classification item 


Description 

Ref 

2008/9 

2009/10 

2010/11 

Current Year 2011/12 

2012/13 Medium Term Revenue & 

Expenditure Framework 

R thousand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2012/13 

+1 2013/14 

+2 2014/15 

Expenditure By Type 












Employee related costs 

2 

- 

7 040 

8 016 

8 509 

8 991 

8 992 

- 

9193 

9 882 

10 673 

Remuneration of councillors 

Debt Impairment 

3 

2 399 

2 220 

2 367 

2 912 

2 745 

2 745 


2 937 

3157 

3 410 

Depreciation & asset Impairment 

Finance charges 

2 

“ 

731 

1271 

829 

864 

864 

“ 

951 

1046 

1151 

Bulk purchases 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other materials 

Contracted services 

8 

747 

1258 

2 729 

3 096 

3 421 

3 421 


3 691 

4 240 

4490 

Transfers and grants 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other expenditure 

Loss on disposal of PPE 

4,5 

2 283 

21631 

35 727 

28 260 

29147 

29 236 

“ 

32 004 

33 924 

35 960 

Total Expenditure 


5429 

32 880 

50109 

43 606 

45168 

45 258 

- 

48 775 

52 250 

55 683 


The budgeted allocation for employee related costs for 2012/13 financial year totals 
R 9 193 000, which equals 19 per cent of the total operating expenditure. 
Ntambanana Local Municipality has budgeted for an increase of 7 per cent for 2012/13 
financial year. An annual increase of 7.5 and 8 per cent has been in two outer years 
of the MTREF respectively. 

The cost associated with the remuneration of councillors is determined by the minister 
of Co-operative Governance and Traditional Affairs in accordance with the 
Remuneration of Public Office Bearers Act, 1998 (Act 20 of 1998). The most recent 
proclamation in this regard has been taken into account in compiling the Municipalit’s 
budget. 

Provision for depreciation has been informed by Municipality’s Asset Management 
Policy. Depreciation is widely considered a proxy for the measurement of the rate 
asset consumption. Budget appropriation in this regard total R 950 853 for 2012/13 
financial year and equals to 2 per cent of the total operating expenditure. 

Contracted services has been identified as cost saving area for the Municipality. As 
part of the compilation of the 2012/13 MTREF this group of expenditure was critically 
evaluated and operational efficiencies were enforced. Compared to last financial year 
there has been a huge increase on contracted services expenditure for 2012/13 
financial year, this increment has been caused by the reclassification of ‘other 
expenditure’ to comply with the new version of the budget. Some of the expenditure 
items have been removed from general expenses and they are now under contracted 
services 

Other expenditure comprises of various line items relating to the daily operations of 
the municipality. This group of expenditure has also been identified as an area in 
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which cost savings and efficiencies can be achieved. Growth has been limited to 6 per 
cent for 2012/13 and curbed at 6.5 and 7 per cent for the two outer years, indicating 

that significant cost savings have been already realised. It must be noted that other 
expenditure also includes expenditure funded from operating grants. 


The following table gives a breakdown of the main expenditure categories for the 
2012/13 financial year. 
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Table 5 Operational repairs and maintenance 


Description 

R thousand 

Ref 

2008/9 

2009/10 

2010/11 

Current Year 2011/12 

2012/13 Medium Term Revenue & 

Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

1 

Adjusted 

Budget 

! 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2012/13 

Budget Year 

+1 2013/14 

Budget Year 

+2 2014/15 

Repairs and Maintenance 8 

Employee related cosS 

Other materials 

Contracted Sen/ ices 

Other Expenditure 

Total Repairs and Maintenance Expenditure 9 



166 

375 

400 

400 


424 

449 

476 

- 

- 

166 

375 

400 

400 

- 

424 

449 

476 


In terms of the Municipal Budget and Reporting Regulations, operational repairs and 
maintenance is not considered as a direct expenditure driver but an outcome of certain 
other expenditure, such as remuneration, purchases of materials and contracted 
services. Ntambanana Local Municipality is aware of the Municipal Budget and 
Reporting Regulations which states that priority must be given to operational repairs 
and maintenance but because of its capacity and a small number of assets that the 
municipality owns the budgeted amount is reflected on the table above so small. 
Repairs and maintenance has been increased by 6 per cent compared to 2011/12 
financial year. 
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Major Operational Projects for 2012/13 - Highlights 


No. 

Operational Projects 

Value 

1 

Indigent Burial 

335 808.00 

2 

Free Basic Energy 

790 461.00 

3 

UDM Rural Metro Shared Services 

1 021 961.89 

4 

SALGA Games 

250 000.00 

5 

Zulu Dance 

55 000.00 

6 

HIV/Aids 

50 000.00 

7 

Disaster And Incidents 

100 000.00 

8 

Senior Citizen Forum 

33 221.80 

9 

Art & Culture 

30 000.00 

10 

Community Engagement 

258 378.20 

11 

Turn Around Strategy 

10 000.00 

12 

Ward Participation 

288 000.00 

13 

Municipal Audit Outcome 

33 500.00 

14 

Policies 

30 000.00 

15 

Review and Maintenance of the Municipal Valuation 
Roll 

178 500.00 

16 

Road shows and Compliance activities for IDP & 
Budget 

200 000.00 

17 

Annual Report 

150 000.00 

18 

Website 

60 000.00 

19 

Training Workshop 

159 000.00 

20 

Performance Management System 

110 000.00 

21 

Rent - Plant & Vehicles 

542 942.99 

22 

Fuel & Oil 

441 172.00 

23 

Printing & Stationery 

242 528.00 

24 

Subsistence and Travelling 

530 000.00 

25 

Telephone 

307 400.00 

26 

External Audit 

689 000.00 

27 

Insurance 

339 539.20 

28 

IT Support 

192 805.52 

29 

Security 

445 200.00 

30 

LED Programmes 

150 000.00 

31 

Youth Council 

100 000.00 
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Capital Projects for 2012/13 


The following are some of the projects to be undertaken over the medium-term 
includes, amongst others: 

• Mawanda Community Hall - R 2 080 606.84 

• Mkhandiwini Sportsfield - R 2 409 999.99 

• Nqunqu creche - R 972 379.26 

• Bhucanana Taxi Rank - R 4 717 803.75 

• Oyengweni Libriry - R 1 255 830.90 

• Obizo creche - R 927 379.26 


BUDGETED PROJECTS FOR 2012/2013 


National 

KPA 

PROJECT NAME 

BUDGET 

AMOUNT 

SOURCE/ 

FUNDER 

WARD 

FINANCIAL 

YEAR 

STATUS 

Infrastructural 

Development 

MAWANDA 

COMMUNITY 

HALL 

R 2 080 606.84 

MIG 

1 

2012/2013 



MKHANDLWINI 

SPORTSFIELD 

R 2 409 999.99 

MIG 

2 

2012/2013 



NQUNQU 

CRECHE 

R 972 379.26 

MIG 

3 

2012/2013 



BHUCANANA TAXI 
RANK 

R4 717 803.45 

MIG 

5 

2012/2013 

NOT YET 

APPROVED 


OYENGWENI 

LIBRIRY 

R 1 255 830.90 

MIG 

6 

2012/2013 



OBIZO CRECHE 

R 2 806 622.84 

MIG 

8 

2012/2013 
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The following chart shows how much percentage of total expenditure is attributable to 
Capital Expenditure. 
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1.4 Annual Budget Tables - Parent Municipality 


The following pages present the ten main budget tables as required in 

terms of section 8 of the Municipal Budget and Reporting Regulations. These tables 
set out the municipality’s 2012/13 budget and MTREF as recommended to be 
approved by the Council. Each table is accompanied by explanatory notes on the 
facing page. 
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MBRR Table A1 - Budget Summary 


Description 

2008/9 

2009/10 

2010/11 


Current Year 2011/12 


2012/13 Medium Term Revenue & 

Expenditure Framework 

R thousands 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2012/13 

Budget Year 

+1 2013/14 

Budget Year 

+2 2014/15 

Financial Performance 











Proper^ rates 

- 

805 

1858 

1 886 

1 190 

1 190 

- 

1 749 

1854 

1984 

Service charges 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Investment revenue 

138 

90 

90 

234 

245 

245 

- 

250 

266 

285 

Transfers recognised - operational 

9 842 

30 072 

45 499 

42 249 

42 249 

42 249 

- 

50 168 

52 403 

54 860 

Other own revenue 

99 

748 

465 

116 

7 265 

7 020 

- 

160 

170 

182 

Total Revenue (excluding capital transfers 

10 079 

31 715 

47 912 

44 485 

50 949 

50 704 

- 

52 328 

54 694 

57 311 

and contributions) 











Employee costs 

- 

7 040 

8 016 

8 509 

8 991 

8 992 

- 

9 056 

9 735 

10 514 

Remuneration of councillors 

2 399 

2 220 

2 367 

2 912 

2 745 

2 745 

- 

2 937 

3 157 

3 410 

Depreciation & asset impairment 

- 

731 

1271 

829 

864 

864 

- 

951 

1046 

1151 

Finance charges 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Materials and bulk purchases 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Transfers and grants 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other ex penditure 

3 030 

22 889 

38 455 

31 356 

32 568 

32 657 

- 

38 958 

41 456 

43 939 

Total Expenditure 

EITT 

32 880 

bo loa 

43 bUb 

4b Iba 

4b 2b8 

- 

51 902 

bb 394 

b9 013 

Surplus/(Deficit) 

4 bbU 

[TKSJ 

[II33J 

575" 

b /8U 

5i?r 

- 

4Zb 

[TMJ 

(TTB^y 

Transfers recognised - capita! 

4 987 

7 677 

8 475 

11 718 

11 318 

11 318 

- 

12 603 

13 297 

14 069 

Contributions recognised - capital & contributed a 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Surplus/(Deficit) after capital transfers & 

9 637 

6 511 

6 277 

12 597 

17 098 

16 763 

- 

13 029 

12 596 

12 367 

contributions 











Share of surplus/ (deficit) of associate 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Surplus/(Deficit) for the year 

9 637 

6 511 

6 277 

12 597 

17 098 

16 763 

- 

13 029 

12 596 

12 367 

Capital expenditure & funds sources 











Capital expenditure 

- 

5 090 

6 765 

22 636 

11343 

11 343 

- 

17 570 

12 773 

13 519 

Transfers recognised - capital 

- 

5 090 

6 765 

11 718 

11043 

11 343 

- 

17 570 

11 441 

12 103 

Public contributions & donations 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Borrowing 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Internally generated funds 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total sources of capital funds 

- 

5 090 

6 765 

11 718 

11043 

11 343 

- 

17 570 

11 441 

12 103 

Financial position 











Total current assets 

9 091 

13 595 

10 548 

14 560 

7 450 

7 450 

- 

10 966 

6 042 

6 435 

Total non current assets 

- 

16 493 

23 085 

20 100 

20 100 

20 100 

- 

2 640 

2 798 

2 980 

Total current liabilities 

- 

4 074 

10 348 

9 857 

- 

- 

- 

350 

371 

395 

Total non current liabilities 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Community wealth/Equity 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Cash flows 











Net cash from (used) operating 

(3 567) 

(883) 

37 943 

(666) 

3 018 

3 018 

- 

4 059 

4 593 

5 223 

Net cash from (used) investing 

- 

- 

- 

- 

- 

- 

- 

6 270 

- 

- 

Net cash from (used) financing 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Cash/cash equivalents at the year end 

(3 567) 

(4 450) 

33 493 

(666) 

3 018 

3 018 

- 

10 329 

14 922 

20 145 

Cash backing/surplus reconciliation 











Cash and investments available 

9 091 

12 851 

9 765 

13 777 

7 450 

7 450 

- 

10 266 

5 300 

5 645 

Application of cash and investments 

- 

3 330 

9 073 

9 074 

- 

- 

- 

(350) 

(371) 

(395) 

Balance - surplus (shortfall) 

9 091 

9 521 

692 

4 703 

7 450 

7 450 

- 

10 616 

5 671 

6 039 

Asset management 











Asset register summary (WDV) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Depreciation & asset impairment 

- 

731 

1271 

829 

864 

864 

951 

951 

1046 

1151 

Renewal of Existing Assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Repairs and Maintenance 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Free services 











Cost of Free Basic Services provided 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Revenue cost of free services provided 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Households below minimum service level 











Water: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Sanitation/sewerage: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Energy : 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 
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Explanatory notes to MBRR Table A1 - Budget Summary 


1. Table A1 is a budget summary and provides a concise overview of the 
Municipality’s budget from all of the major financial perspective ( operating, 
capital expenditure, financial position, cash flow, and MFMA funding 
compliance). 

2. The table provides an overview of the amounts approved by Council for 
operating performance, resources deployed to capital expenditure, financial 
position, cash and funding compliance, as well as the municipality’s 
commitment to eliminating basic services delivery backlogs. 

3. Financial management reforms emphasise the importance of the municipal 
budget being funded. This requires the simultaneous assessment of the 
Financial Performance, Financial Position and Cash Flow Budgets, along with 
the Capital Budget. The Budget Summary provides the key information in this 
regard: 

a. the operating surplus/deficit (after Total Expenditure) is positive over the 
MTREF 

b. Capital expenditure is balanced by capital funding sources. 
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MBRR Table A4 - Budgeted Financial Performance (revenue and expenditure) 


Description 

Ref 

2008/9 

2009/10 

2010/11 

Current Year 2011/12 

2012/13 Medium Term Revenue & 

Expenditure Framework 

R thousand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2012/13 

+1 2013/14 

+2 2014/15 

Revenue By Source 












Property rates 

Properly rates - penalties & collection charges 

1 

- 

805 

1858 

1886 

1190 

1 190 

- 

1 749 

1854 

1984 

Service charges - electricity revenue 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Service charges - water revenue 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Service charges - sanitation revenue 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Service charges - refuse revenue 

Service charges - other 

Rental of facilities and equipment 

2 











Interest earned - external investments 


138 

90 

90 

234 

245 

245 


250 

266 

285 

Interest earned - outstanding debtors 

Dividends received 

Fines 

Licences and permits 

Agency services 

Transfers recognised - operational 


9 842 

30 072 

45 499 

42 249 

42 249 

42 249 


50 168 

52 403 

54 860 

Other revenue 

2 

99 

748 

465 

116 

370 

125 

- 

160 

170 

182 

Gains on disposal of PPE 





- 

6 895 

6 895 





Total Revenue (excluding capital transfers 
and contributions) 


10 079 

31 715 

47 912 

44 485 

50 949 

50 704 

“ 

52 328 

54 694 

57 311 

Expenditure By Type 












Employee related costs 

2 

- 

7 040 

8 016 

8 509 

8 991 

8 992 

- 

9 056 

9 735 

10 514 

Remuneration of councillors 


2 399 

2 220 

2 367 

2 912 

2 745 

2 745 


2 937 

3157 

3 410 

Debt impairment 

3 











Depreciation & asset impairment 

Finance charges 

2 


731 

1271 

829 

864 

864 


951 

1046 

1 151 

Bulk purchases 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other materials 

Contracted serv ices 

8 

747 

966 

1 124 

1350 

1460 

1460 


1565 

1655 

1749 

Transfers and grants 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other ex penditure 

Loss on disposal of PPE 

4, 5 

2 283 

21 923 

37 331 

30 006 

31 107 

31 196 

- 

37 393 

39 802 

42 190 

Total Expenditure 


5 429 

32 880 

50 109 

43 606 

45168 

45 258 

- 

51 902 

55 394 


Surplus/(Deficit) 


4 650 

(1 166) 

(2 198) 

879 

5 780 

5445 

- 

426 

(701) 

(1 702) 

Transfers recognised - capital 


4 987 

7 677 

8 475 

11 718 

11 318 

11 318 


12 603 

13 297 

14 069 

Contributions recognised - capital 

Contributed assets 

6 

“ 

“ 

“ 

“ 



■ 

“ 


■ 

Surplus/(Deficit) after capital transfers & 

contributions 


9 637 

6 511 

6 277 

12 597 

itom” 

16 763 

“ 

13 029 

12 596 

12 367 

Taxation 












Surplus/(Deficit) after taxation 


rari 

6 bll 

EIZTT" 

I2W 

17 098 

KTTBr 

- 

13 029 

II596 


Attributable to minorities 











■H 

Surplus/(Deficit) attributable to municipality 


9 637 

6 511 

6 277 

12 597 

17 098 

16 763 

- 

13 029 

12 596 

12 367 

Share of surplus/ (deficit) of associate 

7 











Surplus/(Deficit) for the year 


9 637 

6 511 

6 277 

12 597 

17 098 

16 763 

- 

13 029 

12 596 

12 367 
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MBRR Table A6 - Budgeted Financial Position 


Description 

Ref 

2008/9 

2009/10 

2010/11 

Current Year 2011/12 

2012/13 Medium Term Revenue & 

Expenditure Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2012/13 

+1 2013/14 

+2 2014/15 

AbbbIS 

Current assets 












Cash 


9 091 

3 760 

6 327 

6 327 




5 266 



Call investment deposits 

1 

- 

9 091 

3 438 

7 450 

7 450 

7 450 

- 

5 000 

5 300 

5 645 

Consumer debtors 

1 

- 

530 

586 

586 

- 

- 

- 

450 

477 

508 

Other debtors 



214 

198 

198 

- 

- 


250 

265 

282 

Current portion of long-term receivables 









- 



Inventory 

2 








- 



Total current assets 




10 548 


rw 

TTHT 

- 


BTHT 

BIST 

Non current assets 












Long-term receivables 

Investments 

Investment property 

Investment in Associate 

Property, plant and equipment 

Agricultural 

Biological 

Intangible 

Other non-current assets 

3 

- 

16 493 

23 085 

20 100 

20 100 

20 100 

- 

2 640 

2 798 

2 980 

Total non current assets 


- 





20100 

- 

r53r 

JTW 

TOST 







ZTSBir 

27 550 

- 


srao" 

5Tir 

LIABILITIES 

Current liabilities 












Bank ov erdraft 

1 











Borrowing 

Consumer deposits 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Trade and other payables 

4 

- 

4 074 

9 857 

9 857 

- 

- 

- 

350 

371 

395 

Provisions 



- 

492 









B 



1D34S 

jS5r 





371 

35r 

Non current liabilities 












Borrowing 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Provisions 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

lotai non current iiaoiiities 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

TOTAL LIABILITIES 


- 

ATSTT 

liras" 

9 8b/ 

- 

- 

- 

ssr 

371 

35r 

NET ASSETS 

5 

9 091 

26 014 

23 284 

24 803 

27 550 

27 550 

- 

13 256 

8 469 

9 020 

COMMUNITY WEALTH/EQUITY 












Accumulated Surplus/(De1icit) 

Reserves 

Minorities' interests 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

TOTAL COMMUNITY WEALTH/EQUITY 

5 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 
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MBRR Table A7 - Budgeted Cash Flow Statement 


Description 

Ref 

2008/9 

2009/10 

2010/11 

Current Year 2011/12 

2012/13 Medium Term Revenue & 

Expenditure Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2012/13 

+1 2013/14 

+2 2014/15 

CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 












Ratepayers and other 


- 

1553 

2 323 

2 002 

1315 

1315 


1909 

2 024 

2 166 

Government -operating 

1 

9 842 

30 072 

45 499 

42 249 

42 344 

42 344 


50 168 

52 403 

54 860 

Government- capitai 

1 

4 987 

7 677 

8 475 

10 193 

10 193 

10 193 


12 364 

13 043 

13 797 

Interest 

Dividends 


138 

90 

90 

234 

245 

245 


250 

266 

285 

Payments 












Suppliers and employees 

Finance charges 


(18 534) 

(40 275) 

(18 444) 

(55 344) 

(51 079) 

(51 079) 


(18 411) 

(19 845) 

(21 259) 

Transfers and Grants 

1 








(42 221) 

(43 298) 

(44 626) 


gj 





jTnr 

3TII5" 

- 

9TJ5r 

TEST 

STET 

CASH FLOWS FROM INVESTING ACTIVITIES 
Receipts 












Proceeds on disposal of PPE 

Decrease (Increase) in non-current debtors 
Decrease (increase) other non-current receivable 
Decrease (increase) in non-current investments 

s 








6 270 



Payments 












Capital assets 





















- 

- 

CASH FLOWS FROM FINANCING ACTIVITIES 












Receipts 












Shortterm loans 

Borrowing long term/refinancing 

Increase (decrease) in consumer deposits 












Payments 












Repayment of borrowing 












NET CASH FROM/(USED) FINANCING ACtlVITI 

ts” 

- 

- 

- 

- i 

- 

- 

- 

- 

- 

- 

NET INCREASE/ (DECREASE) IN CASH HELD 


(3 567} 

(883) 

37 943 

(666) 

3 018 

3 018 

- 

10 329 

4 593 

5 223 

Cash/cash equivalent at the year begin: 

2 


(3 567} 

(4 450} 




- 


10 329 

14 922 

Cash/cash equivalents at the year end: 

2 

(3 567} 

(4 450) 

33 493 

(666) 

3 018 

3 018 

- 

10 329 

14 922 

20 145 


MBRR Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation 


Description 

R thousand 

Ref 

2008/9 

2009/10 

2010/11 

Current Year 2011/12 

2012/13 Medium Term Revenue & 

Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2012/13 

Budget Year 

+1 2013/14 

Budget Year 

+2 2014/15 

Cash and investments available 












Cash/cash equivalent at the year end 

1 

(3 567) 

(4 450) 

33 493 

(666) 

3 018 

3 018 

- 

10 329 

14 922 

20 145 

Other current investments >90 days 


12 658 

17 301 

(23 728) 

14 443 

4 432 

4 432 

- 

(63) 

(9 622) 

(14 501) 

Non current assets - Investments 

1 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 



SUST 


TTBS" 

13 777 

TTHT 

7155" 

- 


5T5r 

5 64b 

Application of cash and investments 












Unspent conditional transfers 


- 

2 808 

9 195 

9195 

- 

- 

- 

- 

- 

- 

Unspent borrowing 


- 

- 

- 

- 

- 

- 


- 

- 

- 

Statutory requirements 

2 











Other working capital requirements 

3 

- 

522 

(122) 

(121) 

- 

- 

- 

(350) 

(371) 

(395) 

Other provisions 












Long term investments committed 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Reserves to be backed by cash/investments 

5 











Total Application ot cash and investments; 


- 


TOTT 











1 

BSE" 

TTOr 

1 7T5D^ 

1 7A5D| 



1 5^71^ 

1 BTJ3r| 
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PART 2- SUPPORTING DOCUMENTATION 


5. ANNUAL BUDGET PROCESS OVERVIEW 
10.1 INTRODUCTION 

The 2012/13 medium term revenue and expenditure framework (MTREF) is 
one of the Budgets that have been drafted under huge severe financial 
constraints due the impact of the global recession and spiralling costs. 

According to circular 58 of National Treasury issued on the 14 December 2011, 
municipalities are cautioned on the 2012/13 budget increases with respect to 
tariffs. Treasury encourages keeping increases as low as practically possible in 
line with CPI inflation. 


Fiscal year 

2010 

Actual 

2011 

Estimate 

2012 

Forecast 

2013 

Forecast 

2014 

Forecast 

Headline CPI Inflation 

3.3% 

5.0% 

5.4% 

5.6% 

5.4% 


The circular further capped increases on overall budgets to 6% with a proviso 
that should the increases on the municipal budget be above the capped rate, a 
justification must be done by that municipality to National Treasury. 

Circular 51 outline the national priority challenge as follows: 

□ Each municipality is to do more within its existing resource envelope. 

□ In the run-up to the local government elections. Mayors and councils 
need to remain focused on the effective delivery of core municipal 
services, and steer away from seeking to buy political support through 
patronage. 

□ Each municipality must explore how it can contribute to job creation 
when revising their I DP’s and preparing their 2012/13 budgets. 

□ Government is taking active steps to uproot the problem of corruption 
in all three spheres of government, particularly in the tender system. 
Municipalities must play their part. Municipalities are advised that 
National Treasury’s supply chain compliance unit will also be focusing 
on municipal procurement processes. 
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According to the circular, Municipal revenues & cash flows are expected to 
remain under pressure in 2012/13 MTREF therefore municipalities should adopt 
a conservative approach when projecting their expected revenues and cash 
receipts. The choices for expenditure should consider the following: 

□ Municipalities must pay special attention to controlling unnecessary 
spending on nice-to have items and non-essential activities such as 
subsistence and travelling, councillor and staff perks, advertising and 
public relations activities. Municipalities must also ensure that their 
capital budgets reflect consistent efforts to address the backlogs in 
basic services & the refurbishment of existing network services. 

□ Municipalities must include a section on ‘Drinking water quality and 
waste water management’ in their 2012/13 budget supporting 
document. 

□ Allocations to “Mayoral Discretionary Funds”, “Special Projects”, 
“Special Events” or similar discretionary type funds are discouraged. 

□ Municipalities are discouraged from starting projects to build or renovate 
office buildings, but rather to prioritize service delivery infrastructure. 

□ Municipalities are allowed to use future conditional transfers as security 
for bridging finance to facilitate the implementation of capital projects 
financed by conditional grants, but only after getting approval from 
National Treasury. 

□ Each municipality must put in place a council approved virements 
policy, which should provide clear guidance to managers of when they 
may shift funds between items, projects, programmes and votes. 

In line with the above circular guidance and in order for the municipality to 
achieve a balanced budget the following decisions were taken at the Budget 
Steering Committee Meeting EXCO to highlight the challenges in the 
compilation of the 2012/13 MTREF. 
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BACKGROUND 


The Ntambanana region is a quilt of contrasting landscapes where the African 
bushveld meets lush irrigated sugar cane plantations. The Ntambanana Municipal 
area is characterized by unemployment and with the low rainfall in the area, poverty is 
rife. The municipality is committed to uplifting the surrounding communities through 
the implementation of poverty alleviation projects. Due to the lack of industry in the 
region, the municipality is solely reliant on government funding to implement their 
projects. 

A potential income generator for the municipality is eco-tourism. In order for this to be 
a success, the municipality is: 

• Working together with the farming communities to eradicate poverty 

• Developing a sound relationship with the private game reserves in the area to 
promote tourism 

• Encouraging local schools to include arts and culture, agriculture and traditional 
music in their curriculum design 

• Promoting an investor friendly environment 

Vision and Mission for the Municipality 

“To improve the general quality of life and the opportunities available to 
the people of Ntambanana” 

The municipal mission is noted as follows: 

We are determined to ensure long term growth of the community, by ensuring good 
governance in all aspects of service delivery, whilst being aware of the needs of the 
community and treating each member of the community with respect. 

Ntambanana Municipality came into being in 2000. The municipality covers and area 
of 1083km2 and has a population of 84 000 people. There are four Traditional 
Authorities that fall within the jurisdiction of Ntambanana Municipality, namely: 

Obuka Tribal Authority to the West; 

Somopho Tribal Authority to the North; 

Mambuka Tribal Authority to the North East; 

Obizo Tribal Authority in the eastern part of the Buchanana Village 

The area is surrounded by numerous farming communities and private game reserves 
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Core Values include: 


■ Integrity 

■ Transparency 

■ Commitment 

■ Co-operation 

■ Innovation 

■ Accountability 

10.2 POLITICAL OVERSIGHT 

Section 53 of the MFMA requires that the Mayor provides general political 
guidance over the budget process and the priorities that must guide the 
preparation of the budget. The Management committee has a significant role to 
play in the planning process of the Budget as directed by the Mayor. A budget is 
primarily about priorities and choices that the municipality has to make in 
deciding how to meet the agreed set policy objectives. 


Therefore Political oversight of the budget process allows the municipality to manage 
the needs of the communities versus the fiscal realities. The accountability cycle 
illustrates the political oversight role that has to be played by council over 
administration and also to be able to hold management accountable to its stake 
holders. 


ACCOUNTABILITY CYCLE 


5 year strategy 


IDP 




3 year 
Budget 


MBRR 








Annual Plan to 
Implement 


MBRR 


Annual 

Financial 

Statement 

s 




Oversight 


Annual 


Report 
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10.3 SCHEDULE OF KEY DEADLINES RELATING TO BUDGET [MFMA S 21(1) 

(b)] 

The Act requires the formal budget process to start with the tabling by the Mayor 
in Council of a schedule showing the key budget deadlines. This was prepared 
for tabling in Council by the end of March 2012. The objective of the Budget 
timetable is to ensure integration between the development of the I DP and the 
Budget and also to ensure that a balanced budget is tabled at council for 
consideration and approval. 

10.4 PROCESS FOR INTERGRATION OF THE IDP & PREPARATION OF THE 
BUDGET 

The budget process is integrated with the review of the IDP through the IDP 
review mechanism. The outcome of consultation feeding into the IDP review is 
taken into account in the budget process. 

Ntambanana Municipality arranged alignment meetings with each of the various 
sections, of which key outcomes where considered in the review of the IDP and 
for inclusion in the 2012/2013 Multi-Year Budget. 

(i) Consultation for the review of the Ntambanana Municipality IDP takes place 

mainly through the following structures: What is a Process Plan and its Function 

In simple terms “The process plan is a municipality’s schedule of events detailing all 
events and activities involved leading to the drafting and completion of the 5 Year Plan 
(Integrated Development Plan) (IDP). It is a statement that outlines in detail all the 
processes that the municipality will embark on in completing its IDP cycle.” 

- The Municipal Systems Act as promulgated in 2000 describes the various core 
processes that are essential to realizing a system of developmental local government. 
These aspects include participative governance, IDP, performance management and 
reporting, resource allocation and organisational change. These processes are linked 
into a single cycle at the local level that will align various sectoral initiatives from 
national and provincial government departments with municipalities own capacities 
and processes. 

- Therefore, the purpose of this document is to outline the operational plan (an 
integrated ‘Process plan “ ) for the development of Integrated Development Plan for 
Ntambanana Local Municipality. This process plan is based on the unique character 
and circumstances of Ntambanana Municipality, taking due cognisance of the process 
plan requirements as outlined in the Municipal Systems Act ( S 34 ) and guidelines for 
Integrated Development Planning provided by National Department of Provincial and 
Local Government (DPLG). 

In order to ensure certain minimum quality standards of the Integrated Development 
Plan (IDP), a proper coordination between and within spheres of government, the 
preparation of the Process Plan has been regulated in the Municipal Systems Act 
(2000). The preparation of a Process Plan, which is in essence the IDP Process set 
out in writing, requires the adoption by Council. This plan has to include the following: 
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■ A programme specifying the time frames for the different planning steps; 

■ Appropriate mechanisms, processes and procedures for consultation and 
participation of local communities, organs of state, traditional authorities, and 
other role players in the IDP drafting Process; 

■ An indication of the organisational arrangements for the IDP Process; 

■ Binding Process and planning requirements, i.e. policy and legislation; and 

■ Mechanisms and procedures for vertical and horizontal alignment. 


(ii) Legislative Requirement for IDP Review 

Chapter 5 and Section 25 (1) of the Municipal Systems Act (2000) indicates that: 

Each Municipal council must, within a prescribed period after the start of its elected term, 

adopt a single, all inclusive and strategic plan for the development of the municipality 

which- 

a. Links integrates and coordinates plans and takes into account proposals for the 
development of the municipality; 

b. Aligns the resources and capacity of the municipality with the implementation of the 
plan; 

c. Complies with the provisions of this Chapter; and 

d. Is compatible with national and provincial development Plans and planning 
reguirements binding on the municipality in terms of legislation. 

In terms of the core components of integrated development Plans, Chapter 5 and 
Section 26 ) of the Municipal Systems Act (2000) indicates that:. An integrated 
development plan must reflect- 

a. The Municipal council’s vision for the long term development of the municipality with 
special emphasis on the municipality’s most critical development and internal 
transformation needs; 

b. An assessment of the existing level of development in the municipality, which must 
include an identification of communities which do not have access to basic Municipal 
services; 

c. The council’s development priorities and objectives for its elected term, including its 
local economic development aims and its internal transformation needs; 

d. The council’s development strategies which must be aligned with any national and 
provincial sectoral plans and planning reguirements binding on the municipality in 
terms of legislation; 

e. A spatial development framework which must include the provision of basic guidelines 
for a land use management system for the municipality; 

f. The council’s operational strategies; 

g. Applicable disaster management plans', 

h. A financial plan, which must include a budget projection for at least the next three 
years; and 

i. The key performance indicators and performance targets determined in terms of 
section 41. 


(iii) Key Elements to be addressed during 2012/2013 review process 

(a) Draft IDP Assessment from Provincial steering committee 

Comments received from the various Provincial Steering Committee role-players including 
other stakeholders in the assessment of the Draft IDP Review documentation for 2010/2011 
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(b) MEC Panel Comments 


Responding to comments to be issued by the MEC Panel on the Final IDP Review 
documentation for 2009/2010 

(c ) Municipal Assessment 

Responding to shortcomings and weaknesses to be identified through municipal self- 
assessment. 

(d) New Council Priorities 

New Council Priorities will be identified during a Strategic Workshop for councilors and staff, to 
be conducted during the analyses phase. Where focus will be to review council’s vision , 
mission , objectives and strategic components of the IDP. 

(e) The municipality’s focus will also be to Identify and develop long outstanding policies/plans that 
are crucial in development of the municipality. In this financial year we will be looking at 
sourcing funding from other stakeholders for the development of identified new policies e.g. 
Environmental Management Plan funding to be sourced from DBSA 




(i) Established Internal Structures with roles and Responsibilities 

(a) Ntambanana Municipal Council 

The Ntambanana municipal council is formed by eight (8) ward councillors and seven Party 
Representatives Councillors, the responsibility of Council in IDP Development is to 

To adopt a process plan ; 

Be responsible for the overall management and coordination of the planning process; 

Adopt and approve the final IDP and ; 

Ensure that annual business plans, budget and related development activities are based on 
approved IDP. 

(b) Ntambanana Executive Committee 

The Executive Committee is formed by three councillors (3) and it is therefore responsible for 
Manage through the Municipal Manager 

Ensure legislative compliance by recommending the IDP review process to the Council and 
Recommending the IDP revision and adoption to the Council 

The Mayor , as an Executive Committee Chairperson is also responsible for chairing the IDP 

Representative Forum 

Allocate resources for reviewing the IDP 

( c ) IDP Steering Committee 

An IDP Steering Committee is formed by all Heads of Department and other senior officials, their 
responsibility is to : 

Prepare the IDP review process plan 
Identify resources people 
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Coordinate and manage the components of the planning process, including Stakeholders 
meetings, Meeting deadlines, Horizontal and vertical aligns. Compliance with national 
and provincial requirements 

Provide terms of reference for all reviewing and planning activities 
Commission IDP planning studies, programs and projects 
Process, summarize and document outputs from subcommittees, teams etc 
Recommend amendments to the contents of the IDP 
Prepare, facilitate and document meetings and workshops 

Ensure alignment and participation in the determination and prioritization of plans and 
programs in the spirit of cooperative governance 

(ii) Identified Internal Role players and their responsibilities 

(a) The Mayor 

As the Chairperson of the Executive Committee has to 

- Ensure legislative compliance by, recommending to the Municipal Council the 
adoption of the process plan, and of the IDP. 

- Have an input on the process plan 

- Approve structures of communication to be established e.g. Representative 
Forum, Steering Committee and other committees. 

- Chair the IDP Representative Forum (Mayor) 

(b) The Municipal Manager 

The Municipal Manager will delegate these functions to the IDP Manager, but remain 
accountable for the overall IDP process as dictated by Municipal Systems Act 2000. Amongst 
other, the following responsibilities have been allocated to the IDP Manager for the 
IDP Process: 

- To ensure that the Process Plan is finalised and adopted by Council; 

- To adjust the IDP according to the proposals of the MEC; 

- To identify additional role-players to sit on the IDP Representative Forum; 

- To ensure the continuous participation of role players; 

- To monitor the participation of role players; 

- To ensure appropriate procedures are followed; 

- To ensure documentation is prepared properly; 

- To carry out the day-to-day management of the IDP process; 

- To respond to comments and enquiries; 

- To ensure alignment of the IDP with other IDP’s within the District Municipality; 

- To co-ordinate the inclusion of Sector Plans into the IDP documentation; 

- To co-ordinate the inclusion of the Performance Management System (PMS) into 
the IDP; 

- To submit the reviewed IDP to the relevant authorities 


(c) Officials 

All municipal officials are responsible for implementing the IDP through: 

■ Provision of full support to the Assistant Manager: IDP Manager; by 

■ Submitting all departmental plans , budget and other relevant information for the 
compilation of the IDP 

■ Senior officials to seat on the IDP Steering Committee 

■ Ensure proper alignment of departmental plans 

■ To be committed in providing ideas, opinions with regard to the accessing of funds for 
developmental projects 
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(d) Ward Councillors 


Ward councillors will play a crucial role in the preparation of the IDP process, both in terms of 
the technical and community participation process. They will act as the main interface 
between the council and communities. Primary responsibilities would include: 

■ Organising public consultation and participation at ward level; 

■ Dissemination of the information from council to constituents and visa versa ; 

■ Identification of issues and projects at a ward level; 

■ Participating in the approval and ongoing monitoring of approved IDP; 

■ Identify and encourage unorganised groups to participate in the IDP process. 

(e) Ward Committees 

Ward Committees are the structures established to ensure proper flow of information between 
the municipalities, ward Councillors and the community, they are responsible for: 

- Submission of community priorities to the ward councillor at ward committee 
meetings; 

- Effective in all programs of the municipality, e.g IDP, Budget, Events etc 

- Participating in the IDP Forum 

(f) Traditional Leaders (Amakhosi) 

The are four Traditional Leaders with jurisdiction of Ntambanana Municipality 

- Form part of the municipal planning and 
Implementation programs, as per MSA S29 

- Co-operation with the local municipality 

- Participate in the IDP Representative Forum 




(i) uThungulu District Municipality 

uThungulu District Municipality will have the same role as Ntambanana’s but only in the 
preparation of District IDP framework , but the role of district municipality on a local level is 
the coordination of IDP processes of local municipalities and this include : 

■ Ensuring the horizontal alignment of IDP’s of the municipalities in the district area; 

■ Ensuring the horizontal alignment between the district and local planning; 

■ Facilitation of vertical alignment of IDPs with the sphere of government and the 
sector departments; 

■ Preparation of joint strategy workshops with local municipalities, provincial and 
national role players and other subject specialists; 

■ Providing a technical support to the local municipalities within the district; 

■ Establishment of intergovernmental structures 

(ii) National and Provincial Department for Local Government (DPLG &KZNLGTA) is 
responsible for :- 

■ Provision of financial support to the Local Municipality in the form of grants, 

■ Provide training and workshops on IDP 

■ Participate on IDP Representative Forum 

■ Assist in provision of sector plans 

■ Assist in proving relevant and update of departments yearly programmes. 
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■ Supervise the progress of the IDP process 

■ Provide comments on Draft IDP 

■ Continuously interact with Local Municipalities 


(iii) Professional Service Providers 

- Provision of technical expertise to the municipality 

- Assist in facilitation of IDP workshops 

- Assist in Spatial Development Framework and Land Use System 

- Assist in drafting of business plans 




Four major functions can be aligned with the public participation process namely: 

■ Needs identification; 

■ Identification of appropriateness of proposed solutions; 

■ Community ownership and buy-in; and 

■ Empowerment. 

(i) Ward Committees 

- Ward Committees are utilized as communicating agents to the community. 

- They were and are continuously trained on IDP, Budget and PMS and also on the 
reporting style, further they seat on IDP Forums and participate in all Strategic 
Workshops of the municipality. 

(ii) IDP Representative Forum 

- This forum will represent all stakeholders and will be as inclusive as possible. Efforts will be 
made to bring additional organizations into the IDP RF and ensure their continued participation 
throughout the process. 

(iii) Road shows 

- The venues for these meetings will be publicized at the IDP RF as well as through the media 

- There are 8 sessions of road shows scheduled for the first round IDP Road shows 

- And, there are also 8 sessions scheduled for the second round IDP road shows 

- For the maximum community participation the municipality holds road shows per ward, and 
rotates venues for the benefit of the community at large 

(iv) Media 

- Community Radio Station will be utilised to make public announcements where necessary 

- Ntambanana - internal newsletter publicise all dates of roadshows and reports 
regarding IDP Matters and provides a space for enquiries. 

- Flyers - to be distributed on Public Facilities 

- Local Newspaper is commonly used to advertised dates and venues of meetings and 
other notices 

- Word of mouth - we rely more on ward committees 
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(i) Alignment with stakeholders 

(a) Vertical Alignment 

- The District responsible for Facilitation of vertical alignment of IDPs with the sphere 
of government and the sector departments; 

(b) Horizontal Alignment 

The district municipality is responsible to ensure alignment through Horizontal alihnment 


A. MECHANISM FOR MAXIMISED COMMUNITY PARTICIPATION 


The following structures and media are the means of communication set for 
maximized community involvement. 


B. ROLES AND RESPONSIBILITIES FOR INTERNAL AND EXTERNAL ROLE 
PLAYERS 


In preparing the 2011/12 IDP, various role players have been identified and given 
responsibility to 


II 

DENTIFIED INTERNAL ROLE PLAYERS 

PLAYERS 

ROLES AND RESPONSIBILITIES 

The Mayor 
(Executive 

Committee) 

As the Chairperson of the Executive Committee has to 

- Ensure legislative compliance by, recommending to 
the Municipal Council the adoption of the process 
plan, and of the IDP. 

- Have an input on the process plan 

- Approve structures of communication to be 
established e.g. Representative Forum, Steering 
Committee and other committees. 

- Chair the IDP Representative Forum (Mayor) 

Municipal Manager 
(Assistant Manager: 
IDP) 

The Municipal Manager (accounting officer) or a delegated 

official in charge of the IDP is responsible for: 

- Managing and co-ordination of the IDP process 

- Compile IDP Process plan and submit to council for 
adoption; 

- Ensure maximized community participation, 

- Ensure the involvement of affected stakeholders in the 
IDP Process 

- Respond to comments received internal and externally 
regarding the draft IDP. 

- Ensure legislative compliance with regard to preparation 
of the IDP; 
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- Ensure proper alignment of plans with the District 
Municipality and of the Sector Departments; 

- Attending all workshops and meetings relating to IDP in 
order to make informed decisions; and 

- Secure funding for prioritized projects 

- Submit the draft IDP to DTLGA within the deadline. 


10.5 PROCESS FOR TABLING THE BUDGET IN COUNCIL FOR CONSIDERATION 
AND APPROVAL 

According to the MFMA, section 16 (2), the budget is required to be tabled to 
council 90 days before the commencement of the New Year. The draft multi-year 
2012/13 budget was tabled to council on the 22 of March 2012. 

In addition the MFMA, section 22 prescribes that immediately after the budget is 
tabled to council per section 16 (2), the municipality must make public the annual 
budget and invite the local community to submit representations, as such 
members of the community will be invited to comment on the tabled budget. The 
municipality has selected a period of 21 days commencing on the 1st of April 
2012 and ending on the 23'^'^ of April 2012, whereby the public is invited to 
comment on the tabled budget and IDP. (Per Regulation 15 (3) of the MSA) 

10.6 PROCESS FOR TABLING THE BUDGET IN COUNCIL FOR CONSULTATION 

The 2012/13 multi-year budget/I DP was reported to the Finance Services 
Portfolio on the 24’^ of March 2012 and then tabled to Council on the 22 of March 
2012 in terms of section 16 (2) and 22 of the MFMA. 

In addition the MFMA prescribes per section 23, that the municipality consider 
any views since the budget was tabled to council, from the local community and 
National and Provincial Treasury. 

During the period 1st of April to the 23rd April 2012, public hearings on the 
budget will be open for comment together with road shows that took place during 
the month of April 2012 


10.7 PROCESS FOR APPROVING THE ANNUAL BUDGET 

In accordance with the MFMA, section 24, the budget will be required to be 
approved at least 30 days before the commencement of the budget year. 


10.8 MODELS USED FOR PRIORITISING RESOURCE ALLOCATION 

The following criteria are used in the technical prioritisation of projects in the 
Ntambanana Municipality: 

(1) Status of the proposed project 

(2) The public benefit associated with the project 

(3) Income benefit to Council 
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(4) The impact on the operating budget 

(5) Planning and approval status 

The above criteria are discussed briefly hereunder: 

■ The status of the project relates mainly to whether it is a compulsory or 
critical, i.e. a legislative requirement or very important to alleviate a health or 
safety hazard. Other considerations relate to the necessity of a proposed 
project, whether the district is acting on behalf of another or whether a project 
is strategic to unlock potential. 

■ When evaluating the public benefit of a project, the most important 
consideration is the provision in basic needs of a community. Other 
considerations relate to improving existing basic facilities to a higher standard 
and the creation of an enabling environment, i.e. a project serves as a catalyst 
and provides critical linkages. 

■ Projects are also evaluated in terms of the potential income benefit to 
Council. In this regard, a differentiation is made whether a project received 
grant funding, covers its own expenses or generates tax of levy income. 
Another consideration is whether a project could leverage or attract outside 
investment. 

■ The impact of a project on the operating budget is another important 
criterion. Hereunder the most important considerations are a potential 
reduction on the operating budget. Caution is also taken with regard to 
projects that could become a liability due to a significant increase in the 
operating budget. 

■ The final criteria relates to the planning and approval status of a project. 
The main consideration here relates to the approval status of a sector plan - 
the sector plans being legislative requirements. 


From the above it is observed that the above is a technical prioritisation model 
that focuses on the municipal core functions, the millennium targets as well as 
backlog eradication. 


10.9 PROCESS TO RECORD AND INTEGRATE INPUTS FROM THE COMMUNITY 


The Assistant Manager I DP recorded inputs from the community based on initial 
alignment meetings and with Road shows held in August 2010. Further road 
shows are to be held in April 2010 in each Local Municipality Area to provide 
feedback on the tabled Budget / IDP as follows: 
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10.10 PROCESS AND MEDIA USED TO PROVIDE INFORMATION ON THE 
BUDGET AND IDP TO THE COMMUNITY 

Some of the tools used for communicating the Budget/I DP, as contained in the 
Public Relations / Communication Strategy, are: 

■ Road shows - one in each of the four wards - annually in April during the 
Budget/I DP comment phase and in June after Council approval of the 
IDP/Budget 

Radio talk shows by the Mayor on CORA FM 

■ External newsletter NTAMBANANA 

■ Internal E-mails 

■ Ntambanana website www.ntambanana.orq.za 

■ Annual Service Commitment Charter booklet published annually. 

■ Annual Report - publication planned for January each year. 

■ Print media press releases as and when required to local and provincial 
newspapers and radio stations 

■ Adverts in local and provincial newspapers as required 

■ IDP Alignment Stakeholder Forum meetings 

■ District LED Forum meetings 

■ District Mayors’ Forum meetings 
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11 ALIGNMENT OF BUDGET WITH IDP 


11.1 ALIGNMENT OF BUDGET WITH IDP 

The budget was prepared using the following IDP inputs: 

■ Situational Analysis 

■ The outputs of the consultations with the various stake holders. 

■ Priority Development Issues 

■ Strategic approach 

The information from the above processes was included in the budget according 
to the IDP prioritisation model. A review of the municipal Integrated 
Development Plan (IDP) has been prepared 2012/20123 as required by the 
Municipal Systems Act and the MFMA. The complete process of IDP 
preparation was followed, and the content of the previous IDP was taken into 
account. 

The document contains information on the following: 

■ Vision for the Ntambanana Local Municipality 

■ Strategic Focus Areas 

■ Long-term goals or outcomes for the resident communities 

■ Alignment with national, provincial and district plans 

■ Consideration of service delivery and funding of housing, health and transport 

■ Description of prioritisation systems used for allocating resources to objectives 

■ Amendments to the IDP 

■ The consultative process undertaken to review the IDP 

An IDP/Budget Steering Committee (SC) has been operational since the 
inception of the IDP preparation process. The SC acts as a support to the IDP 
Representative Forum, making technical decisions and inputs, to the Municipal 
Manager and the IDP Manager. 

The outline terms of reference for the SC are as follows: 

> Provide terms of reference for the various planning activities associated with 
the IDP; 

> Commission research studies as may be required; 

> Considers and comments on: 

o Inputs from sub-committee/s, study teams and other; 
o Inputs from provincial sector departments and support providers; and 
o IDP RF members. 

> Processes, summarise and document outputs; 

> Makes content and technical recommendations; and 

> Prepare, facilitate and documents meetings. 

It is important to note that a forum has been in existence for some time in the 
District that performs the functions of the IDP/Budget Steering Committee. With 
the 2012/2013 IDP Review this Forum has been formalized in terms of the 
Regulations of the MFMA. 
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11.2 IDP FOCUS AREAS 


The integrated development approach of the Ntambanana Local Municipality 
focuses on the combination of basic needs approach and economic 
development. As such, the municipality has been investing in physical, social 
and economic development aspects. Its investment has been founded on the 
approach of responding to areas of greatest need and areas with potential for 
greatest returns in terms of economic development. 

□ PROBLEMS EXPERIENCED BY THE MUNICIPALITY 

1. Huge number of backlogs still to be addressed by the municipality 

2. Ageing infrastructure in the area 

3. Vast areas without water requiring water tanker intervention 

4. Diminishing underground water causing boreholes to dry or affecting water 
quality 

5. Negative impact on water supply due to high demand arising from excessive 
garden watering due to the “One House One Garden” National Government 
campaign. 


□ STEPS TO ADDRESS THE ABOVE PROBLEMS 

All the problems reflected above are covered in detail in the WSDP. The main 
intervention required to fast track the eradication of these problems is the topping up 
at least 30% of MIG funding to cover the increasing operational cost. 

It should also be noted that as the new infrastructure is implement, more funding is 
required for the operation of these assets. 
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12 . 


BUDGET RELATED POLICIES OVERVIEW & AMENDMENTS 


The detailed policies are not included in this budget documentation. However 
they are available on request by Councillors and by the public at the Council 
offices at Ntam banana and on the website www.ntambanana.orq.za/policies . 
This section gives a broad overview of the budget policy framework and 
highlights the amended policies to be approved by Council resolution. 


NAME OF 

POLICY 

LAST DATE 

OF APPROVAL 

NEW ADOPTION 

DATE 

PURPOSE / BASIC 

AREAS COVERED 

BY POLICY 

STATUS 

REVENUE RELATED 

Tariff 

ZS**" February 
2010 

(NTMC: 124) 

05 May 2011 
(NTMC: 93) 

Details of all tariffs 
and charges for new 
financial year 

Reviewed 

Credit control 

and debt 

collection 

bylaws 

ZS**" February 
2010 

(NTMC: 124) 

05 May 2011 
(NTMC: 93) 

Principles and 
guidelines to be 
followed with respect 
to arrear consumer 

debt control 

Under Review 

Incentive 

ZS**" February 
2010 

(NTMC: 124) 

05 May 2011 
(NTMC: 93) 

To improve the 
principal of paying for 
services received. 

Under Review 

Indigent 

ZS**" February 
2010 

(NTMC: 124) 

05 May 2011 
(NTMC: 93) 

Guidelines and 

procedures for the 
subsidization of rates 

and basic services to 
indigent households 

Under Review 

EXPENDITURE AND BUDGET RELATED 

Asset 

Management 
Control Policy 

25**^ February 
2010 

(NTMC: 124) 

05 May 2011 
(NTMC: 93) 

Sets out the asset 
management policy 
that the municipality 
will follow when 
considering any form 
of acquisition, 
maintenance and 
disposal of any asset. 

Under Review 

Whistle Blowing 
Policy 

25**^ February 
2010 

(NTMC: 124) 

05 May 2011 
(NTMC: 93) 

Guideline of 
procedures to be 
followed when 
investing or lending 
money. 

Under Review 

Virement 

14 December 

2005 

(NTMC:124) 


Sets out guidelines 
and procedures to be 
followed when 
transferring budget 
savings between 
votes 

Under Review 

Supply chain 
management 

ZS**" February 
2010 

(NTMC: 124) 

05 May 2011 
(NTMC: 93) 

Dictates procedures 
for the procurement of 
goods and services 

Under Review 

Property Plant 
and equipment 

ZS**" February 
2010 

(NTMC: 124) 


Defines the 
management of fixed 
assets. 

Under Review 
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Budget 

25*'' February 
2010 

(NTMC: 124) 

05 May 2011 
(NTMC:93) 

Set out budgeting 
principles. 

Under Review 

HUMAN RESOURCES RELATED POLICIES 

Succession and 
Retention Policy 

12'''** March 

2008 


Defines the 
organisations role with 
human assets 

Under Review 

Recruitment and 
selection Policy 

12*" March 2008 


Defines the 
recruitment process 

Under Review 
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13. BUDGET ASSUMPTIONS 


Budgets are prepared in an environment of uncertainty. To prepare meaningful 
budgets, assumptions need to be made about internal and external factors that 
could influence the budget. The section provides a comprehensive summary of 
all the assumptions used in preparing the budget. Key assumptions to be 
summarised here for past, current and projected years (budget year plus at least 
2 projected outer years) include but are not limited to: 

External factors (population migration, employment, health, development of 
businesses, and new residential areas, etc) 

14.1 GENERAL INFLATION OUTLOOK & ITS IMPACT ON THE MUNICIPAL 
ACTIVITIES 

According to circular 51 of National Treasury issued on the 19 February 2010, 
municipalities are cautioned on the 2011/12 budget increases with respect to 
tariffs. Treasury encourages keeping increases as low as practically possible in 
line with CPI inflation. 


Fiscal year 

2010 

Actual 

2011 

Estimate 

2012 

Forecast 

2013 

Forecast 

2014 

Forecast 

Headline CPI Inflation 

3.3% 

5.0% 

5.4% 

5.6% 

5.4% 


The circular further encourages municipalities to keep increases in tariffs and 
other charges as low as practically possible. 


14.2 INTEREST RATES FOR BORROWING 


The MFMA specifies that borrowing can only be used to fund capital. The 
municipality currently has no loans from any institutions: 


14.3 INVESTMENT OF FUNDS 

Short term investments are currently made with the following bank, with an 
average of 6.5 % p.a. earned from the investments and are invested between 
call and 30 days. 
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14.4 Average salary increases 


Permanent & contract staff salary increases have been budgeted for at an 
estimated 7% per the South African Local Bargaining Council Agreement, whilst 
Section 57 employees are budgeted at an increase of 7% per annum for the next 
three years and councillors an annual increase of 82 % of Gazette. 

14.5 Depreciation 

Depreciation on assets is budgeted for as a result of the implementation of 
GRAP/GAMAP from 1st July 2005, in compliance with MFMA Circular 18. 
According to Chapter 2. Accounting for Property, plant and equipment, per 
National Treasury’s Guidelines for the implementation of accounting standards, a 
“Government Reserve” (non-cashed back) has been created equal to grant 
received to fund future depreciation. An amount of R 950 853 is included 
provisionally in operational expenditure for depreciation. The straight line method 
of determining depreciation has been utilized in this budget in terms of the 
proposed accounting policy for assets and depreciation to be presented to Council 
with other GRAP alignments. 

15. INVESTMENTS - CASH BACKED ACCUMULATED SURPLUS 

The investment policy of the Municipality is in line with the Municipal Finance 
Management Act, Act 56 of 2003 and the Regulations and Investment Framework 
issued by the Minister of Finance. 

The main objective of the investment policy is to gain optimum return on investment 
without incurring undue risks during the period when cash revenues are not needed 
for capital or operational purposes. 

The effectiveness of the investment policy is dependent on the accuracy of the 
municipality’s cash management which must identify the surplus amounts to be 
invested and when those funds will be needed by the municipality’s operations. 

The municipality’s investments are divided into the following categories:- 

1. Interest Earned on Investment 

■ It is the municipality’s policy to appropriate all interest earned from investments 
to priorities as detailed in the Integrated Development Plan. 

2. Short Term Investment 

■ All reserves and creditors form part of short term investments of the 
municipality. 

■ The Municipality has a conservative approach in investing only in short term 
investment; however the investment policy has a provision of long term 
investments. 
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16. GRANT ALLOCATIONS FOR 2012/13 

16.1 DETAILS OF GRANTS ALLOCATED TO THE MUNICIPALITY 


Grant Revenue By Source 

Current Year 
Budget 

2012/13 

Budget Year +1 
2013/14 

Budget Year +2 
2014/15 

Operatinq Grants and Subsidies 

• Refuse Removal 

6 041 000.00 

6 463 000.00 

6 935 000.00 

(Uthungulu) 

• Equitable Share 

20 311 000.00 

22 148 000.00 

24 049 000.00 

• Integrated National 

Electrification Programme 

20 000 000.00 

20 000 000.00 

20 000 000.00 

• Municipal Infrastructure 

Grant ( National) 

12 364 000.00 

13 043 000.00 

14 797 000.00 

• Municipal Systems 
Improvement Grant 
(Cogta) 

800 000.00 

900 000.00 

950 000.00 

• Financial Management 

Grant (National) 

1 500 000.00 

1 750 000.00 

1 750 000.00 

• Support for Thusong 

Services Centres (Cogta) 

500 000.00 

- 

- 

• Provincialisation of Libraries 
(Arts & Culture) 

245 000.00 

514 000.00 

542 000.00 

• Infrastructure - Sport 

Facilities ( Sports & 
Recreation) 

• Community Library Services 

150 000.00 

85 000.00 

538 000.00 

538 000.00 

( Arts & Culture) 

• Property Rates Grant 
(Works) 

563 000.00 



Total 

62 532 000.00 

65 446 000.00 

68 657 000.00 
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16.2 GRANT ALLOCATIONS PURPOSE AND OUTPUTS 


Grant 

Purpose 

Measurable Outputs 

Future revenue and 
cost implications 

Equitable Share 

To enable 
municipalities to 
provide basic services 
and perform the 
functions allocated to it. 

No. of: 

■ Households receiving free water and 
electricity. 

■ Households receiving basic services such 
as water, sanitation, environmental 
health, refuse and electricity. 

The allocation is 
increased by 

Municipal Systems 
Improvement Grant 

For Implementing new 
system that would 
assist in building in- 
house capacity. 

No. of: 

■ Development and implementation of 
municipal turn around strategy 

■ Strengthening administrative system for 
effective implementation of ward 
participation systems. 

■ Support interventions for municipal 
viability, management and improvement 
of the municipal audit outcomes. 

Households receiving basic services such as 
water, sanitation, environmental health, refuse 
and electricity. 


Municipal 

Infrastructure 

To supplement 
municipal capital 
budgets to eradicate 
backlogs in basic 
municipal infrastructure 
utilised in providing 
basic services for the 
benefit of poor 
households. 

To eradicate the bucket 
sanitation system 
mainly in urban 
townships. 

No. of: 

■ New households receiving water and 
sanitation service per annum. 

■ Households where the bucket sanitation 
system has been replaced with an 
alternative system. 

■ No of jobs created using EPWP 

Future Revenue: 

Tariffs from new 
households (water 
and sanitation). 

Future cost: 

Repairs and 
maintenance. 

Billing and collection 
of revenue. 

Local Government 

Financial 

Management Grant 

To promote and 
support reforms to 
municipal financial 
management and the 
implementation of the 
MFMA Act. 

■ Financial recovery plans. 

■ Internship programme 

■ Progressive improvements of audit 
outcomes. 

■ Improvements in internal and external 
reporting on budgets, finances, in-year 
reporting and annual reports. 

■ Upgrading of IT systems for Financial 
management improvement 

Future Cost: 

The cost of including 
the interns within the 
organisation. 
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Integrated National 
Electrification 
Programme 
(Municipal) Grant 

To implement the 
Integrated National 
Electrification 

Programme (INEP) by 
providing capital 
subsidies to 
municipalities to 
address the 
electrification backlog 
of occupied residential 
dwellings, clinics and 
the installation of bulk 

infrastructure and 

rehabilitation and 

refurbishment of 
electricity infrastructure 
in order to improve 
quality of supply 

■ The number of connections to households 

per annum 

■ The number of bulk infrastructure 

installations 

■ Implementation of labour intensive 
methods on electrification projects and 
the number of jobs created 


Sports Infrastructure 
Grant 

To provide for the 
construction and 
maintenance of sports 
and recreation of sport 
and recreation facilities 
in the province. The 
construction is 

undertaken in 
partnership with 
municipalities who are 
the implementing 
agents 

■ Increase in access to sport and recreation 
facilities; 

■ Promoting a venue to promote and 
develop sport in the province; 

■ Creation of jobs for the maintenance of 
existing facilities 


Community Library 
Services grant 

To provide access to 
modern day technology 
and information 

resources 

To provide relevant 
collections of material 

in libraries which meet 

the needs of the 

communities 

■ Number of Libraries provided with 
information and communication 
technology (ICT) infrastructure and 
equipment e.g. internal access 

■ Number of library materials procured 


Provincialisation of 

libraries 

To begin addressing 
the Constitutional 
mandate whereby 
public libraries are an 
exclusive provincial 
competency. The 
funding will be for 
phasing in replacement 
funding for staffing 
costs in public libraries, 
currently administered 

■ Number of community libraries provided 
with provincial funding. 
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by local authorities. 



Property Rates 

For the payment of 
municipality property 
rates on provincially 
owned properties. 

■ Payment of rates made within 30 days of 
receipt of invoice from municipality. 


Operational Support 
for Thusong Service 
Centres 

Support municipalities 
with the operational 
functionality of 
Community Services 
Centres (inci of 

Thusong Service 
Centres) towards 
creating viable services 
delivery access points. 

■ Security Services, Centre Human 
Resources, operational tools, Cffice 
Infrastructure and building maintenaince 
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17. DISCLOSURE ON IMPLEMENTATION OF MFMA & OTHER 
LEGISLATION 

The Municipal Finance Management Act, 2003 (Act No. 56 of 2003) became 
effective on 1 July 2004. Elements of the act have been phased in according to 
capacity of each municipality - high, medium and low. As a high capacity 
municipality, Ntambanana was required to comply with the earliest implementation 
dates, the majority of which are now effective. 

The MFMA has introduced significant changes to the financial management of local 
government. One of the main changes in budget preparation is that the single year, 
line item budgeting - which was a common feature of the previous practices - has 
been replaced by multi-year budgeting at a more strategic level. 

The MFMA aims to modernise budget and financial practices at all spheres of 
government, thereby facilitating effective service delivery. The general public plays 
an important role in ensuring a budget is set to reflect targeted service delivery. For 
example, during the budget preparation process. Section 21 of the MFMA requires 
communities and residents within the municipal jurisdiction to be part of the Budget 
and Integrated Development Planning (IDP) processes. Section 8 of this report 
describes how this has been achieved. 

Communities can also monitor the performance of the approved budget through 
regular reporting of the Service Delivery & Budget Implementation Plan (SDBIP) 
and the performance contracts of senior managers. These are prepared at the 
same time as the budget, thus ensuring alignment at the start of the financial year. 
Section 15 of this report provides some detail of the departmental SDBIP’s that 
have been prepared. These highlight the key service delivery and performance 
targets that senior managers are accountable for. 

Some of the key budget reforms encapsulated within the MFMA, that Ntambanana 
has applied, are: 

■ Forward looking, multi-year budgets with strategic focus; 

■ Clear links between budget allocations and agreed policies; 

■ Improved integration of budget and planning processes; 

■ New budget process timetable with earlier adoption of budgets by council and 
earlier audits of Annual Financial Statements; 

■ Improved in-year reporting according to vote/ function; 

■ Improved financial management information; 

■ Service Delivery and Budget Implementation Plans (SDBIP) developed and 
approved with budgets; 

■ New accounting norms and standards; 

■ Improvements to procurement and Supply Chain Management policies and 
processes; 

■ Establishment of a new audit committee and oversight process reforms; and 

■ Focus on performance measurement. 
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The MFMA implementation is monitored through regular reporting including: 

■ Quarterly reviews of MFMA implementation plans and the 12 urgent 
implementation priorities checklist; 

■ Monthly returns to National Treasury and monthly reports to the Mayor & 
Council, as required by section 71; 

■ Publication of information on the municipality’s website 
(www.ntambanana.orq.za) ; and 

■ Mid-year budget and performance assessment as required by section 72. 

The 2011/12 Budget was prepared taking into account the Budget Regulations 
gazetted in April 2009 dealing with Budgeting and reporting as well as the MFMA 
circular 51. 

The objective of the regulations is to secure sound and sustainable management of 
the budgeting and reporting practices of municipalities and municipal entities by 
establishing uniform norms and standards and other requirements for ensuring 
transparency, accountability and appropriate lines of responsibility in the budgeting 
and reporting processes of those institutions and other relevant matters as required 
by the Act. 

OTHER LEGISLATION 

The other important pieces of legislation when considering the budget processes 
are: 

■ The Division of Revenue Act 2010; and 

■ The Municipal Systems Act (Act No. 32 of 2000), together with the Municipal 
Systems Amendment Act (Act No. 44 of 2003). 

Division of Revenue Act 2012 

This Act issued in April annually, provides the three year allocations from national 
government to local government. It sets out all the reporting requirements and 
conditions relating to the grants. Alongside this Provincial Departments allocate 
funding to local government by means of a provincial gazette. 

These allocations are used when preparing the three year budget in order to 
comply with section 18 of the MFMA (relating to reasonably anticipated revenues to 
be collected). Additional allocations - both nationally and provincially - are 
sometimes made to municipalities. However, these are not included in the original 
budget as the allocations are not certain. When confirmed they will be included in 
an adjustments budget in accordance with section 28 of the MFMA. 

The Municipal Systems Act (Act No.32 of 2000) and the Municipal Systems 
Amendment Act (Act No. 44 of 2003) 

These Acts form the basis of the links between the budget and the integrated 
development Plan (IDP). In particular, the aspects that have been considered in 
preparing the budget are:Community participation (Chapters 4 & 5); Performance 
management (Chapter 6), providing also the basis for measurable performance 
objectives of the Service Delivery and Budget Implementation Plan (SDBIP); and 
Tariff policy (Chapter8). 
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18. MUNICIPAL MANAGER’S QUALITY CERTIFICATE 


I Raymond, PhiwamandIa Mnguni, municipal manager of Ntambanana Local 
Municipality, hereby certify that the draft annual budget and supporting 
documentation have been prepared in accordance with the Municipal Finance 
Management Act and the regulations made under the Act, and that the annual 
budget and supporting documents are consistent with the Integrated Development 
Plan of the municipality. 


Print Name 

Municipal Manager of 

Signature 

Date 


CONTACT DETAILS 
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Ntambanana Municipality 

Private Bag X20066 
EMPANGENI 3880 

Bhuchanana Reserve 
Ntambanana 
Empangeni 

Contact Person: 

Thembeka Ruth Nompumelelo Myeza 
Telephone: 035 792 7093 
Fax: 035 792 7094 

Website: www.ntambanana.orq.za 

Email: mvezat@ntambanana.orq.za 
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